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TAGS: EIND, ETRD, IA 

SUBJECT: EFFECT OF DROUGHT CONDITIONS ON JAPANESE STEEL INDUSTRY 
REF: STATE 161953 

SUMMARY: NEWSPAPER ACCOUNTS CLAIM DROUGHT IS HAVING 
SIGNIFICANT EFFECT ON PRODUCTION AND EXPORT OF STEEL 
PRODUCTS. MITI AND INDUSTRY SOURCES DISCLAIM MAGNITUDE 
OF PROBLEM BUT ADMIT ONE STEEL MILL (NIPPON KORAN'S 
FUKUYAMA WORKS) DRASTICALLY CURTAILED PRODUCTION AND SOME STEEL 
SHIPMENTS DELAYED. IN ADDITION MITI IS ACTING TO CURB 
DOMESTIC DEMANDS FOR STEEL PRODUCTS TO RESTRAIN FURTHER 
PRICE RISES, BUT IS RESISTING PRESSURES TO CURTAIL EXPORTS. 

TWO LARGEST PRODUCERS, HOWEVER ARE NOT NOW ENTERING LONG 
TERM EXPORT CONTRACTS THAT GO BEYOND END OF 1973. 

END SUMMARY. 

1. MITI IRON & STEEL PRODUCTS DIVISION OFFICIAL CONFIRMED 
STEEL MILLS IN WESTERN JAPAN HAVE BEEN AFFECTED 
BY RECENT DROUGHT SITUATION. NIPPON KORAN'S FUKUYAMA 
WORKS WAS DESCRIBED AS BEING PARTICULARLY HARD 
HIT. MITI SPOKESMAN STATED, HOWEVER, WITH EXCEPTION 
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OF NIPPON KORAN’S FUKUYAMA WORKS, CURRENT 
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DROUGHT SITUATION HAS NOT YET RESULTED IN SIGNIFICANT DE- 
CREASES IN PRODUCTION OF RAW STEEL MILL PRODUCTS. MITI 
SOURCE FURTHER STATED THERE HAS BEEN NO DECREASE 
IN PRODUCTS OF BLAST FURNACE PIG IRON AND CRUDE STEEL. 

2. NEWSPAPER REPORTS RECENTLY CLAIMED MITI HAD REQUESTED 
INDUSTRY TO RESTRAIN EXPORTS AND INDUSTRY IS 

NOT NOW ACCEPTING ANY NEW EXPORT CONTRACTS. MITI RECENTLY 
DECIDED TO ACT TO CURB DOMESTIC DEMAND FOR STEEL PRODUCTS 
TO PREVENT FURTHER PRICE RISES. MAJOR USERS OF STEEL 
PRODUCTS WILL BE ASKED TO CURB THEIR PURCHASES BY 5-10 PERCENT 
IN SEPTEMBER. HOWEVER, AT SAME TIME, THE MINISTRY'S 
DECISION MADE IT CLEAR THAT JAPAN WILL NOT INCLUDE EXPORT 
RESTRICTIONS IN ITS PROGRAM TO CONTROL PRICES. AN OFFICIAL 
OF IRON AND STEEL ADMINISTRATION DIVISION OF MITI 
FURTHER STATED MITI HAS NO PLANS TO CONTROL STEEL 
EXPORTS AS CONSEQUENCE OF CURRENT DROUGHT SITUATION. 

3. IRON AND STEEL EXPORTERS ASSOCIATION CLAIMS 

EXPORTS ARE CONTINUING BUT SOME SHIPMENTS BEING DELAYED. 

NIPPON STEEL CORPORATION AND NIPPON KORAN STATE MAJOR 
JAPANESE STEEL COMPANIES ARE NO LONGER ACCEPTING LONG-TERM 
CONTRACTS OR TIED CONTRACTS CALLING FOR EXPORT SHIPMENTS 
BEYOND END OF 1973, AND INDUSTRY IS NOT ACCEPTING 
NEW EXPORT CONTRACTS ON SPOT BASIS. 

4. ACCORDING BOTH NIPPON STEEL AND NIPPON KORAN, MINISTRY 
FINANCE AND ECONOMIC PLANNING AGENCY AS WELL AS SOME DIET 
MEMBERS CALLING FOR ACTION TO CURB STEEL EXPORTS IN FACE OF 
RECENT DOMESTIC PRICE INCREASES, BUT MITI HAS RESISTED THESE 
PRESSURES. 

5. NIPPON KORAN'S FUKUYAMA IRON & STEEL WORKS, LARGEST 
STEEL MILL IN JAPAN, AND PARTICULARLY HARD HIT BY CURRENT 
DROUGHT, IS CAPABLE OF PRODUCING 1 MILLION METRIC TONS OF 
CRUDE STEEL AND 800,000 METRIC TONS OF MILL PRODUCTS PER 

MONTH. THIS PRODUCTION CAPACITY ACCOUNTS FOR 10 PERCENT OF TOTAL 

JAPANESE PRODUCTION. NIPPON KORAN’S FUKUYAMA WORKS 

REQUIRES 230,000-240,000 METRIC TONS OF INDUSTRIAL 

WATER PER DAY FOR NORMAL OPERATIONS. ROLLING MILL OPERATIONS 
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AT THAT PLANT HAVE BEEN COMPLETELY STOPPED EXCEPT FOR 
MAINTENANCE ACTIVITIES SINCE AUGUST 6. WATER SUPPLY WAS 
REDUCE TO 170,000 METRIC TONS PER DAY ON JULY 15; TO 
100,000 METRIC TONS PER DAY ON JULY 26; TO 80,000 METRIC 
TONS PER DAY ON AUGUST 3; AND FINALLY REDUCED TO 50,000 
METRIC TONS PER DAY ON AUGUST 6. ALTHOUGH NIPPON KORAN 
REFUSES TO DISCLOSE THE TOTAL TONNAGE REDUCTION CAUSED BY 
DROUGHT SITUATION, EMBASSY ESTIMATES CUMMULATIVE REDUCTIONS 
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THROUGH AUGUST 20 HAVE REACHED 500,000 METRIC TONS AND 
WILL CONTINUE AT 800,000 METRIC TONS PER MONTH RATE UNTIL 
THEY CAN RESUME OPERATIONS. 

6. EXPORT DEPARTMENT OF NIPPON KOKAN STATES THAT FIRM 
INTENDS TO DEFER EXPORT SHIPMENTS TO EXTENT POSSIBLE, 

BUT HAS NO INTENTION OF CANCELING EXISTING CONTRACTS. 

NIPPON STEEL CORPORATION STATES THEIR EXPORT SHIPMENTS HAVE 
NOT YET BEEN EFFECTED BY RECENT DROUGHT SITUATION. 

SHOESMITH 
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